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LONG-TERM CARE FACILITIES 

5.09. continued 

i .  In  order for the interest rclatcd to the financins of a ncwly acquired fixed 
asset to be considered for reimbursement, the acquisition and financins mux 
o w  concurrently. a q t  that a pace period of not more than 90 days between 
the date of acquisition and financing is permitted if the Provider can present 
suffiacnt documentation to SUPPORTits claim that all reasonable attempts were 
made to finance the asset at the time of the acquisition. 
ii. The Division willnot allow inrerat expense on loans to the facility from an 
ownu. officer. or Related Party. 
iii. The Division willnot off^ interest income asainst intcrcn expense. 
iv. ... . Mortgage Acquisition Costs must be 
amonized over the lifeof the mortgage. Amortized mortgage acquisition costs 
are ucatcd as Long TERM Inter- Expense. For allowable Long-Term debts 
secured on or after January 1. 1983. Mortgage Acquisition Costs arc subject to 
the provisions of maximum interest rates and permanent factors, if applicable. 

b. 	 REFINANCING The Division will recognize the refinancing of an existing 
allowable debt as an allowable debtunder thefollowing circumstances: 

i. 	 Cror;sovrr. When the accumulated principal payments on the existing. 
allowable debt cxcecds the accumulated depreciation allowed by the Division on 
the dowablefixed ASSESTS which have been financed by that debt; or 
ii. -. Whcn an a in ing ,  allowable debt bccomcs payable upon 
demand; or ... 

111. -. When the Long-Term Interest Expense over the life of 

the refinanced debt is lower than it would have been under the remainder of the 
existing, allowable debt. T h e  Provider must submit comparativeschedules 
showing total Lon%-Tern Interest Expense under both the existing. allowable 
debt and thc re-financed DEBT . .
iv. pWhen a Provider refinances for amounts 
greater than the existing allowable debt and the additional indebtedness is used 
for a si-dcant addition of allowable depreciable fixcd ASSETS If the refinancing 
is for amounts greater than the existing. allowablc debt on the date of the 
refinancing and the additional indebtedness is used for purposes other than a 
sipdicant addition of allowable depreciable fixed assets. the Division w i l l  not 
reimburse interest expenseonthe additional INDEBTEDNESS Whcn aProvider 
refinances for amounts grcatcr than the existing. allowable debt on the date of 
refinancing and the additional indebtedness is used for the addition of allowable 
depreciable fixed assets which are not significant, only the portion of the 
r e h c i n g  related to the financing of the newly acquired fixed assets w i l l  be 
allowable. 

C. 	 NON-RECOGNIZEDDEBT If the refinanced debt is not allowable, the Division,will 
continue to include in the rates the amount of Long Term Interest Expense which 
would hzvc becnincurred on the prior allowable debt. The amount of reimbursement 
will not a c e d  the amount of Long-Term Interest Expenses actually incurred by the 
Provider. 

2. -. The Division will REIMBURSE interest on an allowable 
debt to the w e n t  that such DEBT is supported by depreciable fixcd assets. Land and 
Mortgage Acquisition Cons are not depreciablc fixed assets The Division wlll 
calculate thc PERCENTAGE of allowable DEBT to total debt by dlwdlng thc allowable basis 
of depreciable fixcd ASSETS by thc total amount of thc debt. Upon refinancing, the 
Division v d l  recalculate thc PERMANENT Factor by dividing the prior allowable MORTGAGE 
balance by thc total amount of thc new DEBT 
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5 09 continued 

... 

111. The Division wi l l  not rEimbursE an INTEREST rate in cxccss of 18% for any 

individual loan or obligation. Exccpr for facilities that weregranted advisory 
rulings conccrning Long Term INTERESTEXPENSE prior to January 1. 1983. the 
aggrcgatc or wci*tcd rate of interest may not cxcecd 15%. 

b. The allowablc 
INTERESTRATE is the lower of: 

i. the PERCENTAGE of  total Long-Term Interest Expense divided by the average 
outstanding principal during thereporting period. or 
ii. thc annual percentage rate on special issues o f  the public debt obligations 
issued by the FEDERALHospital Insurance Trust Fund for thethird month prior to 
the month in which the financing was inamed plus 3%. iii. The Division will 
not reimburse an interest rate in excess of 18% on any individual loan or 
obligation. 
iv. The allowable interest rate applies throughout the life of any debt and wi l l  
continue to apply if the Provider refinances an allowable debt which is not 
recognized under 114.2 CMR 5.09(3)(d)l.b.. .  

(4 C a l N l a t l o n o f B a c c  Y Y . 
I .  Thc Division,will calculate total Allowable Base Year Capital and OtherFixed Costs 
by adding allowable depreciation. allowable Long Term Interest Expense, Real Estate 
TAXES Personal Property Taxa on the Nursing Facility Equipment; the Non-Income 
portion of  the Massachusetts Corporate Excise tax; Building Insurance; and Rental of 
Equipment located at thc facility. 
2. The DIVISION will  calculatc Allowable Fixed Costs prr DIEM by dividing Allowable 
BASE Year Capital and Othcr Fixcd Costs by the Constructed BED Capacity times the 
days in the REATE Year tima thc greater of 96% or the Actual Utilization RATE in the Base 
YEAR 

(4) METHOD TWQ.PROVIDERS reimbursed under METHOD Two will receive a Capital Allowance 
in lieu of a l l  capital and ocher 6xcd costs. 

(a) For RATE effcctivc January 1. 1997. the allowance is 55.61 per diem. . .  
(b) >1 - 1997. 

I .  The Division will calculatc each Provider's Allowable Base Year per diem Capital 
and Othcr Fixcd Costs which indudc allowable depreciation. Financing Contribution and 
othcr allowable Fixcd C o s .  . .  a -. Depreciation of Buildings. Building ImprovEMEnts, and 

EQUIPMENT will bc allowcd based on gcncrally accepted accounting principles using 
the Allowable Basis of Fmcd Assets. the straight line METHOD and the following 
useful lives: 

Buildings and Additions 

Building lrnprovemcnt 

Equipment. FurniturE and FIXTURES 

Sofiwwc 


. .
b­

2.5% 

10% 
3 3 . 3 %  

The Financing Contribution is calculated by applyins 
the FEDERALHOSPITAL Trust Fund REATEcffcctive October. 1995. or 6.375%. to thc 
Nlowablc Book VALUE at the end of the Base Year. The Allowable Book Valuc I S  

rhc allowablc basis less a l l  accumulated depreciation allowed in rates OFPAYMENTfor 
Publicly-AidEd REsidEnts. except allowed Building depreciationcxpcnsc which 
occurrcd bcrwccn Janua ry  I .  1983 and DEcEmbEr3 I. I992 
c The Dlvlsion will calculatc rcasonablc BASE Year Capital and Otl lc r  f - ixcd COLI^ 
b y  addmi: allowa!)lc DEPRECIATION rhc financing conrnbution. REAL ESTATE 7 :.xc\ 
PERSONALPROPERTY 7 2 ~ mo n  the NURSING Facility EQUIPMENT .the Nor>-lnconlcporllon 
of tllc MASSACH l l t !,3c[l\ CEXCISE TAX 11IIIldltIc: l n - , t ~ [ a o c r ,  and RENTAL 0 1  
I c\"l~"ncll' l c > c . ? : r . !  I \ '  ( l > C  1 2 L i I l l y  
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d. The Division will calculate Allowable Base Year per DIEM Capita: 2nd Othcr 
Fixed Costs by dividing reasonable Base Year Costs by the Constructed Bed 
Capacity TIMES the days in the Rate Year timcs the grcatcr of 96% or the Acrual 
Utilization Rate in the Base YEAR Allowable Base Year per diem Capital and Other 
Fixed Cons may not exceed 516.00 per diem. . 

2. 	 If the Provider's Base Year per diem Capital and OLhcr Fixed C o n s  exceeds the 
Capital ALLOWANCE the Transition Puiod Capital Allowance will be thc lowerof W . 4 0  
or the sum of the Capital Allowance plus 75% of the diffcrcncc between such allowance 
and the facility's Base YEARper diem C a p i d  and Other Fixed Cons. 
3. 	 Ifthe Provider's Base YEARper diem Capital and Other Fixed Costs  is less than the 
Capital Allowance, the Capital Allowance will be the faciliTIEs Base Year per diem 
C a p i t a l  and Other Futed Costs plus 30% of the difference between the Capital Allowance 
and the facility's Base Ycarper diem Capital and Other Fixed Costs. 

(c) -. The Base Year per diem Capital and Other Fixed 
Cons for th:rcal PROPERTYof a NURSING Facility that is l c a s c d  or rented is limited to the lower 
of the following: 

1. Actual rental EXPENSESpaid; 
2. Average rental or ownership costs of comparable Providers; or 
5. The transition period capital allowance determined pursuant to 114.2 CMR 
S.O9(4)(b). 

The Division w i l l  include a return on Average Equity Capital for Proprietary Providers that 
are reimbursed for Capital and Other Flxed Cons under Method One. T h e  Division w i l l  include 
a Ux and Occupancy ALLOWANCE for certain Non-Profit Providers that are reimbursed for Capital 
and Other Fix& COSTSunder METHOD Onc. 

( 1  -. Average Equity Capital is the average of the difference betwccn 
the ProvideRs Allowable book valuc of Fixed &.sets at the beginning and end of the year as 
dctcrmincd under 114.2 C M R  5.09, and the Provider's allowable long-term LIABILITIES at the 
beginning and end of the year. For equity, allowable long-term liabilities are total allowable 
debt supported by total allowable assets. including land. 

(a) The Division will  reduce Avcragc Equity Capital by Building DEPRECIATION allowed in 
prior YEAR cxccpt for the allo~ableBuildins Depreciation EXPENSESwhich occurred between 
J a n u a r y  I .  1983 and DECEMBER 3 1. 1992. The Division will also reduce Average Equity 
Capital by depreciation allowed on Improvements, Equipment, and Software. 
@) The Division will not indude Mortgage Acquisition Costs, such as capitalized legal fees 
and prepaid interest on long-term obligations. or equity in Buildings andlor Equipment not 
located at the Nursing Facility. in Avcragc Equity Capital. 

(c) The Division w i l l  not rcduceAverageEquity Capital by long-term LOANS for which 

interest has been excluded. 

The Division will includc an Equity Supplement in the AvcraSe 
Equity Capital calculation of ProvidErs operational in the period from July 1. 1976 through 
DECEMBER3 1. 1982, and which haw not had a Change ofownershipafter January I .  1983 
The  Equity SupplEmEnt i s  an amount equal to the annual Building depreciation allowed by 
the Division, incurred from July 1. 1976, or the date of construction of thc facility. or the 
DATE ofacquisition ofthe facility by the current owner. whichever is later. through DECEMBER 
31. 19S2. 

( e )  I f  a facility rcplaccs beds. rEimbursable equity w i l l  bc rccomputed usins the newly 

rnthhshcd allowable fixcd assEts and allowablc debt, exclusive of q u i t )  SUPPLEMENT if  any. 

which was previously granted for thc structure to bc rcplaccd by the new construction 
(0 CALCULATIONOFAVERAGEEQUITYCAPITALALLOWANCE Thc avcrage equity CAPITAL allowance 
i s  cnlculatcd by multlplying Avrra!;c Equi ty  Capital by 7.675% 

1(I:) Thc DIVISION ~ 1 calclrldlc allowable Average Equity CAPTIAL p r DIEM b y  dlvldtng r h c  
AW:asC EQUITY Cap:r;tl A l l ! ~ ~ ~ ~ ? r ~ c ~ r11). thc cuncnl LICENSED Jjrd CAPACITY f o r  r h c  RATE YEAR 
Incl 12111:; RESIDENT CARE l J r l l ! c s  [ Ir j lrs  Ihr c l a y ;  in thc RATE Y r a r ,  [II:I~<r h r .  1;1r,11cr oF'/OaA, (11 

~IICACTUAL UTILIZATION RATE I:I [IIC BASE Yr..lr 



5 IO .  continued 

(2) 9.W N ­
(a) T h e  Division w i l l  include a Use and Occupancy Allowance in the rates of Non-
Profit ProvidErs that have maintained a public occupancy rate. including Medicaid. 
Massachusetts Commission of the Blind. and Medicare Patient Days. of at least 70%. 
(b) The Division will calculate the Use and Occupancy Allowance by usingthe 
methodology set forth in I 14.2 CMR 5.1O( 1) and dividing the result by three. ' 
(c) The Division will calculate M allowable Use and Occupancy per diem by dividing 
the Use and Occupancy xl1owance by the Current Licensed Bed Capacity for the RATE 
Year. induding Resident Care Units. times the days in the Rate Year. times the grater 
of 96% orthe Actual Utilization Rate in the Base.Year. 

(1) -. The Division will calculate projected rates forNew Facilities. 
Facilities with Major Additions, and Facilities whickconvcrt to NURSING Facility Use in thc 
Rate Year. 

(a) -. The Provider must submit a projected cost report which 
projects its CONand patient days for a 12-month period &mmencing with the first DATE 
oft icemre.  ' 

@) E f f c n i v t .  Projected R a t a  willbe effective Corn the first date of licensure. 
Xthe Projtxtcd Rata become effective prior to July 1. the rate will  be effective through 
December 3 I of the f i s t  REATEYear. If the Projected Rates bccome effective after July 
I .  the rates w i l l  be effective through the end of the second Rate Year. 
(c) -. The Division will calculate projected rates using the 
lower of the Provider's projected costs as follows: 

I .  NURSINGANDDIRECTOROFNURSESCOSTS the lowcr of PROJECTED costs or the 1994 
industry-wide median cost per minute inflated by 7.75%; 
2. -: the lower of projcctcd COSTSor thc 1994 industry-wide rncdian 
Variable Costs inflated by 7.75%;- . .  . 
J. ADMINISTRATIVEANDGENERALCOSTS the lower of projected tom or the 1993 Base 
Year Median Costs inflated by 5.52%; 
4. -: For New Facilities and Facilities with Major 
Additions. allowable construction corn wi l l  be limited to thc Maximum Capital 
Expenditure amounts as approved by the Department. Ifthe DEpaRTment amends the 
approved Maximum Capital ExpEnditurEs for any catEgory more than one ycar after 
the facility or any PORTION of the facility has bccome operationd, the Division will 
not retroactively adjust rates already set to reflect the amendment. 

Exam&: Where a New Facility or Major Addition is opened and at leas t  one 
bed has becn licensed asof  AUGUST 15, 1996 and final c o s t s  have been submitted 
to thc DEpartmEnton September 3. 1997. the additional costs w i l l  not be applied 
retroactively but rathcr, will be recognized in the rates set for (he following 
calEndar ycar. 
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1. ~ G G S C .The r a t a  will be calculated usins the cost REPORT for the first hll year 
of Operation inflated by the appropriate Cost Adjustment Factor. 
2. L c i h g s .  The ceiling are the industry-wide Base Ycar ceiling inflared by the 
appropriate Cost Adjustment Factor. 

(3) x. 
(a) -. The Division will calculate audited look-back rates for the period 
in which Projected R a t e s  were in EFFECT This look back period will not exceed IS 
months. 

1. C o s t B a s c . The rates will be calculated using the cost report for the look back 
rate year. 
2. 	 CEILING The CEILINGS are the industry-wide Base Year ceilings adjusted by the 
appropriate Cost Adjustment Factor. 
3. -. Unless the Provider is reimbursed for Capital and Other FIXED 
COSTS undaMahod Two, for a period not to a d the first 12 months of operation 
Allowable Capital and Other F i e d  Costs will be divided by the greater of  actual 
Patient Days or 96% of Maximum Awilable Bed Days for thelook-back p a i d .  

@> -. Ifthe FACILITYopened before July 1. the Division will 
calculate Maudited Off-Base Year rates for the second.year of operation. 

I. COSTBASE The rates willbe calculated usiig the costs from the conreport for 
the fimyear of operation 
2. 	 CEILINGS The ceilings are the industry-wide Base Ycar ceilings inflated by the 
appropriate Cost Adjustment Factor. 

(c) -. If a FACILITY opened on or after July I ,  the 
Division will calculate an audited offBase Year rate for the third ycar of Operation. 

1. COSTBASE The rata w i l l  be calculated using the COS& from the cost report for 
the second year of operation. 
2. CEILINGS The ceilings are the industry-wide Base Year ceilings idated by the 
appropriate Cost AdjuSTmEntFactor. 

. .  . 

. .  ,
(1) 1. A Provider may pctition 
for an administrative adjustmEnt to its rates only for circumstances set forth in 114.2 CMR 
5.12. 

. .  . 
(2) ~. 

(a) A petition for an administrative adjustment mun include the following: 
I .  The ProvidER’s name, address and the rates assigned by the Division; 
2. A detailed explanation, under oath, of the basis upon which said increase is 
sought; 
3. A demonstration that an increase in specific costs are not already Compensated 
by other portions of the prospcaivcr a t a ;  
4. Information sufficient for the Division to determine the appropriate Cost Center 
for the expenditure for which reimbursement is claimcd 

(b) Thc petitioner must provide any othcr information which the Division requires. I f  
the PETITIONER fails to provide infomation requested by the Division within 30 days or 
such request, the Division w i U  deny thc pctition. 
(c )  Thc DIVISI . will SUSPENDrcvicw of  any pctition if the Provider has failed to submit 
REPORTS or othcr information rcqllired by 114.2 CMR 5.05 in a timely manner. If the 
Provider fails to file the rcquircd information within 60 days after notification by the 
Division. thc Division w i l l  dismiss the petition for administrative adjustment. 
(d)  The Division w i l l  SUSPEND rcvicw of any pctition if thc DEpartrMEnt notifies thc 
P'rovidEr[hat i r  has idcntificd a quahry OFCARE PROBLEM 
(c) Thc Dlvlslon will rcvicw petition? In accordancc with t l ~ cCRITERIA SET forth in thc 
REGULATION In cflcct In thc yrar 111 \rI l,ch thcy ar r  rccclvcd by (hc Division. 
norrs i r l~srand~r~~;thc  cflccrlvc DATE W I I I ( I I  I: prrccrlbcd h y  I I 4  2 CMR 5 I 2 ( 5 )  
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5.12: continued 

(3) -. Ln reviewing petitions. thc Division will takc into considcration 
the following: 

(a) Whether the administrative ADJUSTMENT amount would result in  a significant 
difference in the rates; 
@) T h e  costs ofother Providers offering thesame or comparable level of care; 
(c) Consistency of con increases whether for wages. nursing costs per Management 
Minutes. or o t h u  cost lev& during the PERIOD and 
(d) The collectiBILItyo f  over-payments by the Division of  Medical Assistance. The 
Division willnotirj. the Division of  Medical Assistanceof thepetition. 

(4) EFFECTIVEDATE An administrative adjustment will be effcctivc on the later of the date 
the petition was fi led with the Division or the date on which the actual petitioned event 
occurred. whichever is later. 

.. 
( 5 )  TYPESOFPETITIIONS 

(a) v.A Provider may petition for an administrative 
ADJUSTMENT for a substantial capital expenditure if the Providerhas either made, or 
expects to make. a substantial capital expenditure for a single project which meets the 
criteria sct forth below. Xfthe Provider has not yet incurred the expense. it must submit 
satisfactory evidence of its commitment to incur the expenditure. The Provider may 
petition for recognition o f  increased depreciation and interest expenseas a rEsult of the 
expenditure. The Provider may not petition for Mortgage Acquisition Cons or for an 
equity adjustment. 

1. not IO D- of N d  . The amount of the. .  

expcnditurc must be at l c a n  five times the allowable annual BASE Year depreciation 
cxpcnsc. For Building can. the expenditure must be at least five times the allowable 
BASE Year depreciation on Building and misting Improvements. For Improvements. 
the EXPENDITUREmun be atleast five times the allowable Base Year depreciation on 
Improvements. For Equipment. the expendituremust be at lcast FIVE times thc 
allowable BASE Year depreciation on Equipment. 
2. . If the capital. .  


EXPENDITUREis subject to Determination ofNccd approval. the Provider may petition 
for an ADMINISTRATIVEADJUSTMENT af&athe DEPARTMENT has determined that nccd exists 
for the project and after the time for making an appeal to thc Health FACILITIES 
Appeals Board has expired or all administrative and judicial reviews of the 
Department's DETERMINATION have been concluded. The Provider may petition for an 
adjustment before the Department has made a determination on the project if the 
Commissioner offibtic Health requests that the Division determine thc appropriate 
amount of an adjustment M o r e  a Determination of Need is made with rcspcct .to the 
expenditure or change proposed by the Provider. 

@) -. A Provider may petition for an administrative 
ADJUSTMENT if it has incurred. or presents satisfactory evidenceof a commitmEnt to incur, 
substantially diffcrent costs necessary to  satisfy new rEquirEmEntsof a governmental 
Unit of  the Commonwealth orofthe federal governmEnt provided that  the new 
requirements arc related to resident care. An increase in cxistins governmEntal 
rEquirEmEntsis not considered a new governmEnt requirEmEnt. The Division will not 
GRANT a REQUESTTfor an ADMINISTRATIVE adjustment for costs incurrcd to corrcct DepaRTment 
of Public Health rEsidcnt care deficiencies. 
(c) p.A Provider may petition for an administrative 
ADJUSTMENT i f  i r  has cxpericnced unusual and unforeseen increases in operating costs 
which 2rc not rcflectcd in the rates. Unusual and unforeseen circumsTancEsare evcnts 
ofcatrsrropluc NATURE ( i . e .  FIRE flood. or EarthquakE) The cost incrcascs must gravcly 
thrcatcn the  financial stability of thc ProvidEr I n  measuring thc DEGREE t o  which thc 
financial s t a h l ~ l yof thc ProvidEr is c p v c l y  Ihrcatcncd. thc DIVISION ~ 1 1 1  consldcr dl1 0 1  
thc PROVIDER’S ExpEndlturEs 
( ( j )  fkcrL!’~: FEES A rcccivcr appoinrcd u n t l c ~hl C; I .  c I I I ,  6 7?Y m a y  [ I C I I I I O I I  I t ~ r  

;I RATE a ( l J ~ 1 5 1 : 1 1 ~ n lt o  REIMBURSE rcamrl.itrlc RECEIVER ( COMPENSATION a11C1 PAYMENT o f  h t \  0 1  

Ilcr BOND 
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I .  The receiver must submit detailed invoices that document the hours expended. 
a brief description of each activity, and the hourly rate. The Division willlimit 
reimbursement to the reasonable and necessary cost to safeguard the health. safety 
and continuity of care IO residents and to protect them fiom adverse health EFFECTSof 
unsuitable transfer. 
2. 	 The Division will limit reasonable receiver compensation to the lower ofactual 
rrcdvcr fees or S 10,000for the first 30 days, 57.500 for therccond 30 days, S2.500 
for the third 30 days and fl.500 for each 30 day period thereafter. The Division may 
indude additional receiver compensation ifboth the Department of Public Health 
and the Division of  Medical Assistance approve additional compensation to the 
receiver dueto unique c i r c u m c c s .  The Division. the Department.and the 
Division of Medical Assistance will cvaluate such requests for additional 
compensation for rcasonableness. 
3. The Division will calculate a p r  diem mount  to  be added to  the rates by 
dividing allowable receiver compensation by Medicaid patientdays. 
4. 	 Only those expenses unique to the duties of the receiverDISCHARGED pursuant to 
M.G.L. c. 1 I I .  5 72N will be included as reasonablecompensation under this 
provision. AU other receivership expenses are subject to the limitationsset forth in 
1142 CMR 5.05 through 5. IO. When the receivership is terminated. the Division 
may adjust the rates to remove the CON 

(e) -.. of the receivership. . 
. . Effective October I .  19%. FACILITIESwhich demonstrate 

that over 75% of  residents have a primary diagnosis of multiple sclerosis may REQUEST 
exemption from application of the nunins ceiling. 
( f ) -. A Provider may REQUEST anadministrative 
adjustment if: its percentage of MEdicare. Medicaid and Commission for the Blind 
patients to total patienu is 90% or more in the year two YEAR prior to the Petition; it  is 
located within 2.5 miles of a sole community hospital; and more than ten percent of its 
Nursing and Variable Costs were disallowed. I fa  Nursing Facility meets these criteria. 
the Division wil l  adjust the ra ta  to reimburse the lower of thefacility's TOTAL disallowed 
Nursing and Variable Costs. or 5300,000... .e) 	 . Facilities which meet the criteria set forth in St. 
1995. c. 39. 5 48 may petition for adjustment of i ts  dowable nursing and miablc COSTS 
to reflect the CONwhich the Division determines to  reasonably result from the facility's 
geographic location. .. . .  . .
(h) 4. To facilitate thesmooth 
transition of  Public Medical Institutions @MI) to thesame cost limits generally 
applicable to a l l  nursing facilities. a transition petition for financially threatened PMl's 
is provided. 

A PMI may request, in writing, t h a t  the Division certify rates effective January 1. 
1997which arc qual to the PMI’Srates in effect on December 3 1. 1996. The PMI mist 

demonstrate to the satisfaction of the Division that it meets the following criteria: 
1. the impaa ofthe 1997 REIMBURSEMENTsystem would result in a reduction of 10% 
or greater in the weighted average per diem rate; and 
2. the impaa ofthe 1997 reimbursement system would result in significant financial 
hardship, such that the financial stability of the PMI would be threatened; and 
3.  the PMIwas g a m e d  a petition for rates set effective January 1. 1996. 
The PMI must demonstrate that all reasonable steps to control spending are being 

laken and that the PMI cannot rectify its financial situation by the immediate 
implcmcntation of more efiicicnt and economical operations. 

I 14.2 CMR S.I2(S)(h) cxpircs on DEcEmber 3 1, ! 997 at which time the rates for all 
PMI’S w i l l  be cstablished subjcct to the limits set foch in 114.2 C M R  5.00. 



114.2 CMR: DIVISION OF HEALTH CARE F I N A X E  h\'DPOLICY 
LONG-TERM CARE FACILITIES 

5.12 continued 

(7) RETROACTIVEREVIEWS The Division may require that the Provider demonstrate that the 
changes in costs have actually occurred and that the year-end Cost Repon Substantiates the 
FINANCIAL condition stated in the Provider's petition. If the Provider fails to provide evidence 
ofsuch within 45 daysof the Division's request. the Division may retroactively 
reverse the adjustment. 

, (1) -. V 

(a)- D e s k .  Prior to certificationof rates based upon a Desk Audit. the Division 
w i l l  send a notice of the ProposedRates and a copy of the adjustments IO the Provider 
at l e a n  10 calendar days prior tothe scheduled date of certification. The Provider m y  
comment, in writing. on the Proposed Ratesand ADJUSTMENTS during the PERIOD between 
the notice and the scheduled date of Division action. If the Provider requires additional 
time to respond, the Provider may request that the Division postpone the scheduled 
certificationThe Provider may alsoquest that the Division permit it to  file an amended 
Cost REPORT pursuant to 114.2 CMR 5.03(6). 

~ (b) F j c l d . .In thecase of rates which are amended solely to ,incorporate Field 
Audit adjustments which have been disclosed and discussed at an Exit Conference, the 
Division willprovide a copy of the Field Audit adjustments to the Provider subsequent 
to the Exit CONFERENCE The Division willnot send a notice of the Proposed Rates which 
are bked upon the Field Audit prior to their certification. 

(2) -. The Division w i l l  file certified rates of payment for Nursing Facilities 
with the Secretary of the Commonwealth. 

(3) APPEALS A Provider may file an appeal at the Division of Administrative Law APPEALS 
of any rate established pursuant to 114.2 CMR 5.00 within 30 calendar days after thc 
Division fila the rate with the State Secretary The Division may amend a RATEor REQUEST 
additional information fiom the Provider wen iftheProvider has filed a pending appeal. 

(4) ADJUSTMENTS the P-. The Division may atany time. adjust thc  
PROVIDER’Srates ifthe Provider has reduced costs by eliminating s e n i c e s  or tnnsfcmngcosts 
or SERVICES to other persons. entities or programs. 

(5) W o r m a t i o n .  The Division may issue ADMINISTRATIVE information bulletins to 
clan@ provisions of 114.2 CMR 5.00 which shall be deemed to be incorporatcd in the 
provisions of 114.2 CMR 5.00. The Division will file the bulletins with the State Secretary. 
distributecopies to Providers,and make the bulletins accessible to the public at the 
Division's ofiices during regular business hours. 

..
( 6 )  SEVERABILITY. The provisions of 114.2 CMR 5.00arc scvcrable. If any provision of 
1 14.2 C M R  5.00 or the application of any provision of 114.2 CMR 5.00is held invalid or 
unconstitutional. such provision w i l l  not be construed I O  affect the validity or 
constitutionality of any OTHERPROVISIONof 114.2 CMR 5 00 or the application of any orhcr 
provision. 
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